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The economy disparity between regions which was widened by the gradient 
economy development strategy intensifies the tax competition among regions in 
China with the fiscal decentralization reform. As it shown, the tax gap between 
regions is obvious: eastern area enjoys the highest tax burden, next to western area, 
and tax burden is the lowest in middle area. Although the eastern area enjoys the 
highest tax burden, it still is the most popular place for capital. However, the tax 
burden in middle and western areas lower than that in eastern area, their economy 
development are far behind the eastern area. As economy growth, agglomeration 
plays a more and more important part in regional economy growth. Some scholars in 
western countries found that industrial concentration creates “agglomeration rent”. 
The “core” region, which benefits from the agglomeration economies associated 
with being an established centre, can thus charge a higher tax rate without losing 
capital. Analyzing the agglomerations’ effect to regional tax competition in China, it 
makes good sense for tax policy constitution and regional tax coordination to our 
country. What is more, it will provide a new view to coordinate the economy 
development among regions in China. 
The paper includes four sections. It begins by briefly introducing background 
and the related literature review. Next it turns to statistically describe the phenomena 
of regional agglomeration and tax competition in China. In the subsequent section, 
specific models using panel data method serves as a basis for examining the 
agglomeration’s effect to regional tax competition in China. The final section 
presents concluding remarks. 
Using penal data method, the paper analyzes agglomeration’s effect to regional 
tax competition in China with different regional models. The followings are the main 
findings of this paper: (1) agglomeration makes a positive effect to regional tax 
competition in China; (2) the effect of agglomeration is growing as economy and 
agglomeration degree growth; (3) the effect of subordinate agglomeration factors is 














model, and the groundings effect is the greatest in 1994-2005 model; (4) considering 
agglomeration effect, tax competition is no longer the main instrument for 
intergovernmental competition. Instead, public goods strategy becomes much more 
important. The findings of this paper could provide a reasonable explanation for the 
conflict between regional tax gap and economy disparity, as well as a new view and 
theoretic support for the regional tax coordination in China. 
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